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Past order data 



Procurement lead time input: L 



Ordering cycle input: M 



Past 

sales/shipment data 



Ratio of service or permissible stockout 
rate input: S 



Safety coefficient calculation: k 



Demand standard deviation calculation: G 



T 



Demand average calculation: A 



Shipment frequency calculation: F 
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Calculation of order probability that customer's 
required delivery time is shorter than procurement 
lead time of parts/materials used in commodity: Pb 
Pb = P (delivery time required by customer < L) 



Calculation of days exceeding average procurement 
lead time: LL 

(LL: average of difference between procurement lead 
time and delivery time required by customer for 
portion that procurement lead time exceeds delivery 
time required by customer) 



Inventory adjustment period calculation: N 
N = LL (in case of fixed order quantity system) 
N = LL + M (in case of periodic ordering system) 



Safety stock calculation: SS 
SS = PbxkxV(NxF) x a 



Calculation of reorder point (in case of fixed order 
quantity system): O 
0 = AXLL+SS 
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FIG. 3 
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FIG. 5 



Permissible stockout rate input: a 



S1 1 



Past 

sales/shipment 
data 



Ordering cycle input: M 



S12 



Safety coefficient calculation: k 
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Demand standard deviation calculation: a n 
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Demand average per unit of time calculation: DA 



Past order data 
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Demand frequency calculation: F D 
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Read-in of customer's required delivery time: DTj 



Read-in of lead time: LT L 
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Calculation of discrete distribution of customer's 
required delivery time: gj 
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Calculation of discrete distribution of lead time: k 



Effective lead time calculation: T 



J. 
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Effective lead time probability calculation: f. 
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Marginal lead time calculation: L M 
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Safety stock calculation: ss 

ss = kpY.f*T,v D 



J. 



Reorder point calculation: Q R0 
Q RO = DA x |_m x F D +ss 
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FIG. 6 
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